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First Steps in C. 5. A. 


12. SOCIAL INSTITUTIONS 


Ill. CAPITALISM (Contd.) 


Section III — Capitalistic Organisation of Society 


In the first section of this Discussion we made a quick survey 
of the development of Capitalism over a fairly long period of time. 
The picture which that survey gave us would not be complete un- 
less we have the patience to fill in the details of our modern Capi- 
talistic Economic Organisation. As we already know, the Economic 
Organisation of Capitalism, like that of Full Socialism, or Commu- 
nism, or Fascism, is made up of various parts, the most important 
of which are Production, Consumption, Distribution and Exchange. 
Now, under Capitalism, each of these parts, like the whole Capi- 
talistie Organisation, is built upon the following main principles:— 


(i) The absolute right of private property. This principle 
is rooted in the teaching of Liberalism from which Capitalism 
springs; for if, as Liberalism teaches, man is absolutely his own 
master, then it must follow that his private property (whether 
it is land, buildings, money invested in business and industry, or a 
factory) is his own absolute property, over which he has an ab- 
solute right. Further, the exercise of the right of private property 
can suffer no limits or restrictions except such as the owner may 
wish to impose upon himself. Thus there can be no check upon a 
man who uses his private property (money) for running a drug- 
factory which harms numberless people! 


(ii) The Maximum Profit Motive. This principle naturally 
follows from the Liberal teaching of “‘ complete unfettered individual 
self-seeking in economic matters.” In fact, if man is completely 
free to seek, by every method, his own interest alone, then in business 
and in industry he will seek the maximum profit, even if in so doing 
he harms the welfare of the community and of the workers. 


On these two main principles the world of Capitalism is built. 
That is to say, the free and absolute exercise the right of private 
property in combination with the maximum profit motive has re- 
sulted in “free competition” among owners of capital in order to 
find cheap means of production, most efficient methods of production 


2 Supplement to ‘Social Action’ November 1952 


and markets which give the highest profits. Strange as it may appear, 
this “free competition” which is the essence of Capitalism, has 
in the course of time led to a restriction of competition among 
producers and businessmen and so to the establishment of our 
Modern Capitalistic Combines and Amalgamations. Such Combines 
and monopolistic bodies are, in fact, the logical outcome of ‘free 
competition.’ In the early days of Capitalism when markets were 
plentiful and many countries undeveloped economically, “free com- 
petition” gave fat profits to such businessmen as came out best in 
this type of competition; but with the economic development of 
many countries and the narrowing of available markets, “free 
competition ” gave place to “cut-throat competition,” and it became 
the interest of those engaged in this competition to agree to combine 
their resources and either limit output or keep a uniform price 
level, so as to sell at a fixed profit. 


To-day every branch of our capitalistic society, whether in 
production, trade, transport or finance is organised as a Corabine 
or Amalgamation, often on an international basis. In general, Com- 
bines are of two kinds: horizontal ; i.e., an amalgamation of similar 
firms or industries, as the Imperial Tobacco Company; vertical ; 
i.e., a combine which includes all industries which contribute to- 
wards the production of the finished article, such as the British 
firm of Dorman, Long & Co., which is primarily a great iron firm, 
but which now covers “ the whole field of production from pig--iron 
to battleships.” Among International Capitalistic Combines we 
may mention the gigantic Swedish Safety Match Company, which 
before World War II dominated the International Match Company 
and with it controlled over 150 match factories in 28 different 
countries; in India it operates under the name of the Western 
India Match Company (WIMCO) and controls nearly 60 per cent 
of the total output of the match industry. In the International 
Financial Field, Barclays (Dominion, Colonial and Overseas) Bank 
formed by the amalgamation of the Colonial Bank, the Anglo- 
Egyptian Bank and the National Bank of South Africa operates in 
Africa, the West Indies and the Near East. 


Section IV — The Opposition to Capitalism 


Long before the Capitalism reached the phase of “Financial 
Monopoly ” it evoked strong opposition and reactions. In Western 
Europe this opposition which came chiefly from the workers and 
middle classes and was led by men and women imbued with humani- 
tarian principles showed itself in three principal ways:— 


(i) Politically, i.e., in the creation of a party which aimed 
at capturing political power so as to use the Government to remedy 
the wrongs done to the working classes by the spread of Capitalism. 
From this attempt was born various Socialistic and Labour Parties 
in different European countries. Opposing the Capitalistic principle 
of “no State intervention” in the industrial life of the country, 
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these reformers demanded State intervention, and which was, to 


some extent at this period, shown by State Laws protecting factory 
workers. 


(ii) Socio- Economically, i.e., the creation of associations of 
workmen in order to safe-guard, promote and develop the interests 
of workers. From such associations was born the Modern Trade 
Union Movement. 


(iii) Economically, i.e., the creation of associations chiefly 
among the middle class and working class consumers (i.e., people 
who use food, shelter, clothing, etc.). From associations was born 
the Modern Cooperative Movement, which began in Britain in 1844 
with the establishment of the Rochdale Equitable Pioneers’ Society 
by 28 men with a capital of £ 28. 


Section V — The Judgement on Capitalism 


In trying to form a right judgement on Capitalism we must be 


careful not to confuse the ECONOMIC and MORAL aspects of this 
social institution. 


(i) The Economic View: i.e., Capitalism as a wealth pro- 
ducing machine, or as a machine for making houses, boots, ships 
and so on. From this view point the question we must answer is: 
“Has Capitalism, or has it not, brought on the market a sufficient 
quantity of good hats, shoes, ships, motor cars, etc.?”, in other 
words, “ Has Capitalism helped to increase the material standard of 
living of the people?” The ANSWER to this question cannot be 
obtained by comparing the Standard of Living in Capitalistic 
countries with that in Socialistic countries, for the simple reason 
that Socialism has not been in existence sufficiently long in any 
country to make a comparison possible. ‘True, much is heard of 
the Soviet Standard of Living, but for every one person who favours 
ihat way of life, two may be found to condemn it! A partial answer 
to the question may be found by asking whether in the development 
of Capitalism, the Standard of Living of the broad masses has been 
raised. Here again, in the opinion of some economists and sociologists, 
though Capitalism is subject to “trade depressions ” usually causing 
unemployment, there has been, in general, an upward trend in the 
material Standard of Living among the masses in Capitalist countries. 
The ordinary worker, in general, is better housed, fed and clothed 
than those of early Capitalistic days. 


(ii) The Moral View: i.e., the influence for good or evil 
contained in the principles of Capitalism. The question we must 
answer then, is: “Do the principles of Capitalism help to establish 
social justice and charity in society.” Tested by principles of Catho- 
lic morality, Capitalism stands condemned of several serious defects. 
This is not surprising, because born as it is of the teaching or 
philosophy of Liberalism, Capitalism n ily reproduces . the 
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central error of that doctrine — the absolute freedom of man sub 
ject to no authority, neither human or Divine. In economic matters, 
this has led to absolute unfettered self-seeking which has bred the 
following outstanding social evils :— 


(a) Selfishness: in every type of economic activity, whether 
of producing, buying, selling or exchange. It is this sin of selfishness 
which denies the worker a just wage, which condemns him to 
live in slums, to work in unhealthy factory conditions, and which, 
in short, treats men, as Pope Leo XIII says, “as mere instruments 
for money-making.” 


(b) The anti-social use of private property. Because Capital- 
ism is based upon self-seeking, private property is made to cater 
for the satisfaction of the owner alone. Thus, in practice Capitalism 
denies the “social aspect” or “ social work ” which private property, 
rightly understood, must accomplish. Hence it is easy to understand 
the grave social evils which result from private property when 
organised in the shape of Capitalistic Combines and international 
financial combines. As Pius XI tells us, in Quadragesimo Anno. “ The 
laws enacted for joint-stock companies with limited liability have 
given occasion to abominable abuses.” (Para: 132). Again, speak- 
ing of “The war waged against private ownership,” Pius XI, in 
the same Encyclical tells us, “ultimately it is not the possession 
of the means of production which is attacked, but a form of social 
authority which property has usurped in violation of all justice.” 
(para: 114). 


(c) Exaggerated love of gain of profit. In itself profit is not 
blame-worthy. Those who put their money (private property) into, 
say, a boot factory do a service to the community, and like all ser- 
vice, they deserve some reasonable recompense. But under Capi- 
talism, built upon absolute self-seeking, the profit motive over-rules 
all claims of justice towards workers and consumers. 


It follows, therefore, that the reform of Capitalism must be 
two-fold, as is the aim of Catholic Social Action. This reform must 
bear upon:— 


Firstly, the Structure of Capitalism, i.e., upon Capitalistic Com- 
bines, joint-stock companies etc. Secondly, the Morality of Capi- 
talism, i.e., upon its wrong principles of absolute self-seeking, exag- 
gerated profit motive, etc. 
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